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Customers’ knowledge is the most critical factor for the 
success of electronic banking. Other than that, the success 
of the banking institution operations is also influenced by 
the human factors, like a sense of confidence, knowledge, 
security, and the strength of the banking institution.   The 
routine activities like savings, bill settlements and credit 
transfers can be done in the most efficient manner 
nowadays compared to the old system. Most banks 
introduce the Internet banking system as an advantage to 
the customers, whereby they need not have to come to the 
bank premises to settle their bills. This is a relatively 
unexamined area of investigation that concerns customers’ 
knowledge towards Internet banking launched by the 
banking institutions.  The purpose of this paper is to 
investigate the customers’ understanding of the term 
‘internet banking’ and how they experience this service. 
This paper will also try to identify the factors influencing 
their knowledge towards Internet banking. This paper will 
provide suggestions to the banking institutions on how to 
implement this Internet banking in the most efficient way in 
term of gaining the high quality Internet banking services. 
This research was carried out qualitatively.  Selected 
customers from the various government departments were 
interviewed and their responses were recorded, 
transcribed, interpreted, and analysed based on the 
theme(s) of the research. Data were collected through an 
in-depth, open-ended interview method.   The criteria for 
selecting the participants are their educations, occupations, 
ages, and their gender. Participants were 10 government 
officers in the various departments in Dungun, Terengganu. 
This research found that generally most of the participants 
understand the concept of internet banking. The sources of 
their knowledge are from banks, work experiences, friends, 
readings, and promotional activities through 
advertisements. Most of them have experiences of using IB 
for bill payment, Inter-bank Fund Transfer, Loan Payment, 
Balance Enquiry, credit card payment and also checking 




Internet banking (IB) is very attractive to banks and 
to consumers who now have higher acceptance of the 
new technology and increasing their understanding of 
more complex products. Banks also use their strong 
brand name, large customer bases, and high market 
share of certain financial products to keep existing 
customers and win new ones (Hagel and Hewlin, 
1997).  Since 1996, after the launch of the first 
Internet based banking service, the number of Internet 
bankers has grown at an enormous pace, and 
approximately one third of the Finns are using the 
Internet for banking on a regular basis (Finnish 
Bankers' Association, 2002; Karjaluoto et al., 2002). 
 
During the past years online banking acceptance has 
been rapid and currently 55 percent of the private 
banking customers in Finland have an online banking 
contract with their bank (The Finnish Banker's 
Association, 2003; cf. Nordea Oyj, 2003). In general, 
Europe has been and still is the leader in online 
banking technology and usage (Schneider, 2001). By 
comparison, at the end of 2000 only roughly 20 
percent of the US banks offered online banking 
services and only 20 percent of US private banking 
customers are equipped with an internet connection 
utilizing the online banking services (Sheshunoff, 
2000; Orr, 2001). By the end of 2002 about 120 
largest US banks offered online banking services 
(Pyun et al., 2002). Although in recent years this 
number has grown rapidly, there is some evidence 
supporting the opposite fact that online banking 
acceptance is faced with problems. Robinson (2000) 
for instance found that half of the people that have 
tried online banking services will not become active 
users. 
 
This paper seeks to further develop understanding of 
IB in the Terengganu context through an 
investigation of the factors that influence customers' 
knowledge of IB services. Specifically, a survey was 
conducted to explore and investigate their 
understanding level regarding the use of IB services. 
The demographic characteristics of the customers 
were explored and interviews were conducted with 
the bank's vice president who was in charge of 
alternative channels in order to identify the bank's 
strategies and future outlook of IB.   
 
2.0 LITERATURE REVIEW 
 
Customer understanding is very important and it is a 
first step in changing their perception toward internet 
banking service. Hence, this study tries to investigate 
the level of customer knowledge on internet banking 
especially among academician in Terengganu.  
 
Knowledge of Internet Banking Concept 
“Knowledge constantly makes itself obsolete…and 
the knowledge that matters is subject to rapid and 
abrupt shrift” (Hatten and Rosethal, 2001). Some say 
that knowledge is gaining from the individual 
experience. “knowledge is a result of learning. 
Knowledge is the internationalization of information, 
data and experience” (Stuhlman, 2002). According to 
Zikmund(1994), knowledge is a blend of information, 
experience and insights that provides a framework 
that can be thoughtfully applied when assessing the 
new information or evaluating relevant situation. In 
this study the respondents knowledge toward internet 
banking was investigate to before understand their 
standing experience on that service.  




The understanding of customers toward internet 
banking service is very important step for them to get 
more close to the service. The literature suggests that 
the terms, PC banking, online banking, internet 
banking, and mobile banking refer to a number of 
ways in which customers can access their banks 
without having to be physically present at a bank 
branch. The term electronic banking often refers to 
online banking/Internet banking. However, electronic 
banking is an upper construct including also 
telephone banking, WAP-banking as well as iNet-
television banking. (Heikki Karjaluoto, Minna 
Mattila, Tapio Pento, 2002). 
 
In the present study, we use the term online banking 
in parallel with Internet banking excluding other 
electronic delivery channels, because the Internet is 
widely seen as the most important delivery channel in 
the era. Numerous studies suggest that the Internet 
has become the most popular electronic delivery 
platform for electronic banking (see, for example, 
Karjaluoto et al., 2002). PC Banking relates to very 
banking business transacted from a customers PC. 
This can be done through online banking in which 
bank transactions are conducted within a closed 
network, or via internet banking which permits the 
customer to perform transactions from any terminal 
with access to the internet. Mobile banking is the 
implementation of banking and trading transactions 
using an Internet-enabled wireless device (PDAs, 
handheld computers, etc.) Thus mobile banking is a 
subset of Internet banking (I-banking). Internet 
banking presents the industry with an electronic and 
remote distribution channel. It represents an 
electronic marketplace whereby consumers may 
conduct their financial transactions on a virtual level 
(Reiser, 1997; Daniel, 1999). Besides this, the 
costumer knowledge also encompasses the following:  
 
Experience of computers technology 
Literature suggests that prior experience of 
technologies, especially prior experience of 
computers, impacts on consumer beliefs and attitudes 
towards related systems and technology (Arndt et al., 
1985; DeLone, 1988; Levin and Gordon, 1989; 
Igbaria et al., 1995). Personal banking experience 
refers to customer satisfaction/dissatisfaction of the 
delivery channel in use, on the one hand, and 
intention to change banking behaviour, on the other 
(H. Karjaluoto, M. Mattila, T. Pento,2002). It has 
been widely stated that personal experience affects a 
person's behaviour (see, for example, Fishbein and 
Ajzen, 1975, p. 10; Peter and Olson, 1990, p. 141). 
According to the consumer behaviour literature, 
beliefs and attitudes are principally created on the 
basis of a person's personal experience of a given 
object. 
 
Personal banking experience 
Consumers with positive past experience of banking 
are more likely to keep up with their current banking 
channel. For instance, online banking users are more 
satisfied with their banking now than at the time of 
branch banking. To sum it up, satisfied consumers 
seem to hold more positive beliefs and have more 
positive attitudes towards online banking and, thus, 
are more likely to use Internet banking as their 
primary banking delivery channel. It is vital for banks 
to create a positive banking experience for their 
customers in order to guarantee satisfaction (see for 
example, Foreman, 2000). Another important aspect 
is that consumers tend to resist change, referring to 
the tendency to make a habit of behaviour. In this 




Consumer behaviour literature suggests that reference 
group often impacts on consumer behaviour (Fishbein 
and Ajzen, 1975, p. 495; Kotler et al., 1999, p. 452). 
However, banking is claimed to be extremely 
personal in the sense that it is seen as independent 
from other people's example or influence. Although 
family influences on the adoption of online banking 
tend to be strong, the impact of other reference 
groups is relatively an uncharted territory. Prior 
studies have identified two competing influences on 
the relationship between reference group and 
behaviour: conformity and dissension (Snyder and 
Fromkin, 1977; Baumeister, 1982; Guerin, 1986; 
Simonson and Nowlis, 2000). The former concerns 
approval and the avoidance of criticism and rejection 
by others. In other words, people try to conform to a 
subjective norm. However, as Simonson and Nowlis 
(2000) note, in promoting conformity, "social 
interactions may stimulate dissension from norms, 
which fulfil a positive function in one's self- and 
public image. 
 
The Promotion Activities 
Sparkling (1989) said that advertising pulls the 
customer towards the product while sale promotion 
pushes the product towards the customer. So this 
statement shows that the customers can be influenced 
by the promotion activities as launch by the company. 
In this case, the role of bank is very important 
whereby it can promote their new product and 
services to the customer to maintain their return. 
Again according to Jefkins (1983), a supreme task of 
advertising is to make sure that when people need 
something, or go to the market to buy something, 
they remember the name. This study also tries to 
relate the customer knowledge and the promotion 
activities which are advertised by the banking 





The respondents were lecturers of Terengganu 
MARA University of Technology, with ICT, 
banking, statistics, economics and business 
background. They were selected by judgment 
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sampling to cover a range of discipline in order to 
make this finding more presenting the banking 
exposure and knowledge. Their working experience, 
gender and demographical background are strongly 
considered. Ten selected respondents from various 
departments were selected for the open-ended 
interview session. The qualitative research consisted 
of face-to-face in-depth interviews with customers of 
banks that offer Internet banking. The interviews 
were conducted in a semi-structured format that 
allows respondents to express their own viewpoints 
(Flick, 2002). A set of interview topics guided the 
interviews, with a list of probing questions to draw 
out respondents’ opinions. Topics were discussed as 
respondents brought them up, occasionally 
supplemented by new issues that arose during the 
interviews. The interview included customer 
knowledge and their opinions of Internet banking 
facilities.  
  
All in-depth interviews were conducted in English 
language.  Extensive notes were taken during the 
interviews. We highlighted key issues mentioned 
from each interview and combined the most common 
issues mentioned by the interviewees. To identify the 
knowledge on Internet banking, a qualitative 
narrative content analysis is used for paraphrasing the 
range of significant issues. Passages and rewordings 
with the same or similar interpretations were 
summarized and categorized according to the theme 
and objectives of the research. Major questions posed 
during each interview were:  
1. What do you understand by Internet Banking? 
2. How did you know about Internet banking as you 
mentioned above? 
3. What is your experience using Internet banking 
(Paying a bills etc.) 
 
An audio tape-recorder was used in each interview, 
which lasted for one to two hours. A transcription 
was done soon after each interview. A total of ten 
participants were taken as informants as this number 
was considered to have reached the data saturation 
point. The general view of their feedback is as in 
Table 1. After all the transcriptions have been 
completed, the constant comparative method was 
used by the researcher for the formation of data 
categories pertaining to their understanding and 
factors contributing their knowledge on internet 
banking. The participants’ experiences in using 
Internet banking were also analysed to strengthen 
these research objectives.  
 
4.0  FINDING 
 
Table 1 represent the respondents’ responses to the research questions, this table answers the three research 
questions; 




transaction via Internet. 
From reading and 
learning 
Paying Bills, Inter-bank Fund 




Doing your transactions 
online 
Through the bank Very convenient, hassle free, no 




Internet Banking is doing 
on-line transactions with 
the bank such as 
Maybank 2U through 
internet. E.g.: Paying 




advertisements in the 
medias such as 
newspapers, 
televisions and of 
course through the 
bank's brochures 
1) No. I don't trust internet. I like 
the old ways - queuing. What if I 
incorrectly transfer my money into 
the wrong account? How can I get 
it back? So many questions to ask 
with regards to customers’ 
carelessness.   To queue in one 
month? For me...usually once a 
month. I can bear it. 




normally offers to 
manage your banking 
needs, online. Allow you 
to view balances and 
statement, transfer funds 
between accounts, pay 
bills and set up standing 
orders and for credit 
cards you will also be 
able to check and repay 
outstanding balances. 
From internet, book 
and bank information 
 
1) Yes, RHB online. 
2) These services are now 
available at all the well-known 
banks and it offers you an 
alternative way of running your 
accounts. Other banks only 
provide their services to customers 
who wish to operate their bank 
account via the internet.     
Ms. Elia Md  
Johar 
All sorts of transactions 
that can be done through 
banks are carried out on-
line using the internet. 
 
I use the facility since 
it was first 
introduced. Maybank 
Bhd carried out the 
promotion. The 
1) I paid my telecom bills, Astro 
bills, other utility bills; even settle 
my credit card payment through 
the internet banking. I also did 
other transactions/ payments to 
Proceedings of International Conference on E-Commerce 2005 
 
 332
 promotions were 
throughout the whole 
nation. 
 
other non-banking organization 
(e.g. Municipal Council). I also 
check my summary of payments 
on-line.  
2) However, You need to keep 
record of every payment you make 
as proofs. If anything happens, you 
would not be liable to be blamed 
or bear the consequences. 
Mr. Johari 
Harun 
IB is an extension of bank 
services offered to its 
customers and prospect 
accessed through the 
internet. 
 
I know about it from 





Also from the 
advertisements and 
flyers received from 
my bankers. 
1) I have attempted to use it a few 
times but I was not happy with the 
response because it is rather slow 
and needs a lot of patience. 
2) I have stopped using IB since 
2002 because I feel much safer 
using ATM or doing transactions 
through phone calls. 
Mr. Radzuan 
Noor Amia 
Internet banking makes 
our transaction with the 
bank easier. Especially at 
the end of the month 
when many people go to 
the bank. At that moment 
I will feel bored to do the 
transaction there. 
From the bank and 
friends. 
 
1) I use the service to settle the 




2) Excellent experience, faster and 
accurate. I use it to pay the bills 




A service which is 
produced by banks to 
give customer easy 
access for doing 




Pay credit card and other business 
transaction to 3rd party account. 
 
Mr. Mohd 
Tajul Hasnan   
Internet banking is doing 
transaction through the 
internet. Saving money or 
transferring money is 
easier now. As long as 
you have access to the 
internet, there is no need 
for you to go to the bank. 
I cannot remember 
when, but I started 
using it since 2003. 
 
You will not waste your time 
rushing to the bank, post office or 
wherever, but just stay in your 
office and punch in the keys. 
 
 
Understanding and knowledge of Internet banking 
concept 
From the responses given by the participants, 
generally most of them understand the concept of 
Internet banking. Their answers are more toward the 
application of the banking principles practically from 
the customers’ point of view.  
Mr. Mazlan who is from an IT background regard 
Internet banking as, “Internet banking is the situation 
where we can do banking transaction via Internet”, 
and this idea is similar to Mr. Mohd. Tajul who says, 
“… doing the transaction through the internet”. Mr 
Radzuan, Ms. Elia, Mr. Wan Asri, Mr. Johari and Ms. 
Atiqah also support this idea. Mr. Syukri only gave a 
more general answer; he said “A service which is 
produced by banks to give customer easy access for 
doing transaction between bank and customer”. Mr. 
Syukri is an Economics graduate from our local 
university. 
Sources of the banking knowledge 
There are many sources that provide the Internet 
banking knowledge to the respondents. The sources 
can be categorized as; bank information, work 
experience, friends, reading, and promotion activities 
through advertisement (including flyers, newspapers, 
internet, and television). 
 
(a) Bank Information and Direct Promotion 
Out of ten respondents, five of them said that their 
bank was providing them the Internet banking 
knowledge. The bank informs the customers through 
the flyers that are available at their premises. Mr. 
Radzuan said, “I receive the information from my 
bank…” Mr. Johari also said, that “…I also get to 
know this from the advertisement and flyers received 
from my bankers. Ms. Elia adds that, “The promotion 
was carried out by the Maybank Bhd itself … the 
promotions were throughout the whole nation.”  And 
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Ms. Ruhaidah and Ms. A’tiqah also raised this 
opinion.  A’tiqah explains that, “… of course, I know 
it from the bank’s brochures”.   
 
This finding shows that individual bank promotion is 
a very successful tool in promoting Internet banking 
service in Malaysia. The promotion tools for the bank 
are flyers and brochures, which are neatly stacked in 
the shelves in the banks.  
 
(b) Advertisement Medias 
Advertisements made through variety of media also 
become a generic factor in the distribution of Internet 
banking knowledge to the customers. Among the 
media that gives high coverage on Internet banking 
are newspapers, televisions, and Internet. 
 
Mr. Syukri said, “I know about this service through 
the advertisement in the television….” The same idea 
was also raised by Ms. A’tiqah who said that she 
learn about Internet banking through the media like 
newspapers and television.  
 
One of the respondents states that he know about 
Internet banking through the internet apart from 
getting information from the bank itself. Mr. Wan 
Asri said that, “I surf my Internet everyday at the 
office and the web page is one of the sources of 
Internet banking which I refer to….”    
 
(c) Reading a books or teaching manual 
Two of the participants explain that their knowledge 
about Internet banking was from reading the 
academic books. Both of them are teaching courses in 
computers and banking to students of UiTM. For 
example, Mr. Mazlan said, “I know about internet 
banking through my reading and teaching module.”  
This reason was also supported by Mr. Wan Asri who 
said that books are one of the sources to understand 
the banking concept. 
 
(d) Friends 
Friends or co-workers have also become the main 
source of knowledge about Internet banking. 
Referring to the previous theories about learning 
behaviour, friends or co-workers is the environmental 
factor that can influence one’s opinion and 
knowledge. Interactions by adult learners are 
constructive when both members who carry out the 
interaction are responsive to the other; both are 
accountable for their own behaviour, are open to 
feedback from each other, and trust each other 
(Brookfield, 1986). Response to self-reflection that 
happen in an environment that free from threat in 
which interpersonal relationships are based on trust 
(Brookfield, 1986; Collins et al., 1996; Cross, 1981; 
MacKeracher, 1996; Mezirow, 1994). 
 
“I know about it from reading materials... and 
colleagues.” Mr. Johari said.  Mr. Radzuan and Mr. 
Syukri also said that besides getting the information 
from bank promotions they got it through the media 
like television and also from friends who contributed 
the knowledge to them.  
 
(e) Work experience 
Their previous working experiences can expose the 
respondents to the new knowledge. Literature 
suggests that prior experience of technologies, 
especially prior experience of computers, impacts on 
consumer beliefs and attitudes towards related 
systems and technology would generate consumer to 
be aware of the latest advancement in banking 
services (Arndt et al., 1985; DeLone, 1988; Levin 
and Gordon, 1989; Igbaria et al., 1995). For example, 
Mr. Johari started his career as a bank officer at EON 
Bank for 17 years and Mr. Wan Asri also has been 
working at the RHB for 5 years. They knew about 
Internet banking prior to joining the academic 
fraternity of UiTM Terengganu. Consumers with 
positive past experience of banking are more likely to 
keep up with their current banking channel (H.i 
Karjaluoto, M. Mattila, T. Pento, 2002) 
 
Mr. Johari said that, “I know it from the previous 
working experience. When I was in-charge-of the 
bank operation, internet banking has been the 
important agenda for our corporate meeting.”  
 
Experience of Internet banking 
The third objective of this paper is to investigate the 
respondents experience using this Internet banking 
service. From their responses, there are five 
categories of service that have been used by the 
respondents.  The facilities are bill payment, Inter-
bank Fund Transfer, Loan Payment, Balance Enquiry, 
credit card payment and also checking the summary 
of payments. 
 
One of the evidence was the one given by Mr. 
Radzuan, “I use to settle the bills through the dual 
debit from my account.” He did not mention what 
type of bills was settled though. Ms. Elia gave more 
responses.  She said, “I paid my telecom bills, Astro 
bills, other utility bills; even settle my credit card 
payment through the Internet banking. I also did other 
transaction, payments to other non-banking 
organization like the municipal council.  I also 
checked my summary of payments on-line through 
the use of this facility.”  Mr. Mazlan who has IT 
background also use these facilities to pay the bills, 
carry out inter-bank fund transfer, loan payment and 
balance enquiry. 
 
5.0 DISCUSSION AND CONCLUSION 
 
Generally most of the respondents understand the 
concept of Internet banking. Their answers are more 
towards the application of the banking principles 
practically from the customers’ point of view. Most 
of them say that Internet banking is doing transaction 
through the Internet, which gave the customer more 
flexibility in making the payment. Their opinions on 
this Internet banking concept are based on the public 
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or general customers’ point of view, which means 
that their statements are not precisely the same with 
what has been specified by the banks as service 
providers. But in terms of application, their answers 
or knowledge are considered adequate. Maybe if the 
respondents selected were non-academician, the 
responses would possibly differ from these findings.  
 
This research also found that the major sources of 
Internet banking information are from bank 
information, promotion activities through 
advertisement by the media, friends, reading and 
working experiences. This finding shows that the 
bank promotion as implemented so far is very 
efficient and the bank initiatives to promote these 
services is very successful and excellent. The bank 
promotion from the third parties also promised a good 
result for these services, for example the usage of 
advertisement through the media was found to be 
very effective in influencing the customers. This 
marketing strategies or channels is very efficient 
because most of the customer are looking for the new 
product which can provide them comfort and 
flexibility. In the present situation, with appalling 
traffic congestions and the lack of parking space in 
towns, most of the customer becomes aware towards 
the value of Internet banking facilities.  
 
Prior studies have identified two competing 
influences on the relationship between reference 
group and behaviour: conformity and dissension 
(Snyder and Fromkin, 1977; Baumeister, 1982; 
Guerin, 1986; Simonson and Nowlis, 2000). These 
previous findings support the argument that friends 
are the major influence to the customer in choosing 
Internet banking service. 
 
The demography factor like educational background 
has influence the customers’ knowledge towards the 
term ‘internet banking’. Respondents or public 
customers without banking, finance or IT background 
normally cannot give detail definition for Internet 
banking. 
 
As Internet banking does become more widespread, it 
will also upgrade in terms of the services that it can 
deliver; that is, its functionality. The trend of 
increasing services is universally expected. In 
particular, the Internet should enable customisation of 
offerings, distribution, promotion and prices by 2011. 
This customisation of service may be of more 
perceived value to customers. And banks that deliver 
more perceived value to customers will enhance their 
competitive position in the marketplace. Indeed, only 
to the extent that Internet banking delivers higher 
perceived value to customers, will it deliver returns to 
the banks that adopt it. The notion of customer value 
and their behaviour in relation to the Internet and 
banking was not the focus of this study. This opens 
up many avenues for further research. 
Some authors believe that the detrimental switching 
and destruction of long-term relationships with 
consumers, that is associated with Internet banking, 
will negate any of its benefits (Daniel and Storey, 
1997; Mols, 1999). In addition, the Internet can cause 
widespread disinter mediation and undermine the role 
played by banks in facilitating lending and borrowing 
facilities (Levinsohn, 1998; The Banker, 1999; Long, 
2000). The introduction of new technologies may 
speed the rate of adoption of this innovation further 
by both consumers and retail banks through mobile 
telephony and video conferencing (Daniel, 1997; 
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